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First Financial Northwest, Inc. 0001401564
Exact name of registrant as specified in charter Registrant CIK Number
Exhibit 99.5 to Registration Statement on Form S-1 333-143539
Electronic report, schedule or registration statement SEC file nutnber, if available

of which the documents are a part (give period of report)

8-1 Registration Statement
{Series identifier(s) and names(s), if applicable; add more lines as needed)

C-
{Class (contract} identifier(s) and name(s), if applicable; add more lines as necded)

Report period (if applicable)

John F, Breyer, Jr.
Name of person filing this exhibit (if other than the registrant)

Identify the provision of Regulation 8-T (§232 of this chapier) under which this exhibit is being filed in paper {check only one):
Rule 201 (Temporary Hardship Exemption) PROCESSED
X __Rule 202 (Continuing Hardship Exemption) AUG 2 0 m

Rule 311 (Permitted Paper Exhibit) ‘
SIGNATURES ;};&%%&T

Filings Made By the Registrant:

The Registrant has duly caused this form to be signed on its behalf by the undersigned, thereunto duly authorized, in the City
of _, State of , 20 .

By:

{Registrant)

(Name)

(Title)
Filings Made by Person Other Than the Registrant.

After reasonable inquiry and to the best of my knowledge and belief, [ certify onAugust 7 20 07 . that the information set forth in

this statement is true and complete.
AA B—-\ =

F. Breye CB.‘,@squire

er & Associates PC

Special Counsel to First Financial Northwest, Inc.
(Title)

Persons who respend to the collection of information contained
SEC 2082 (06-06) in this form are not required to respond unless the form displays
a currently valid OMB control aumber.




UNITED STATE._?'
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

DIVISIGNOF
CORPORATION FINANCR

3040 June 12, 2007

John F. Breyer, Ir.

Breyer & Associaes PC
8180 Greensboro Dr

Suite 785

McLean, VA 22102-3888

Re:  First Finarcial Northwest, Inc.
Incoming |etter dated June 6, 2007

Dear Mr. Breyer:

This letter is to inform you that your written request for a continuing hardship exemption,
as provided in Rule 202 of Regulation S-T, has been

X

(iranted Denied

for the statistical information only of Exhibit 99.5, Valuation Appraisal Report to Form $-1 filed
June 6, 2007. All written portions must be EDGARized. Please include the following notation
at the top of yow: document, “In accordance with Rule 202 of Regulation S-T, this (specify
document) is being filed in paper pursuant to a continuing hardship exemption” and also include

a copy of this letter.

Sincerely,

%Azm

Herbert D. Scholl
EDGAR and Information Analysis
Division of Corporation Finance



IN ACCORDANCE WITH RULE 202 OF REGULATION S-T,
THESE EXHIBITS TO THE APPRAISAL REPORT ARE BEING
FILED IN PAPER PURSUANT TO A CONTINUING HARDSHIP EXEMPTION

PRO FORMA VALUATION UPDATE REPORT
FIRST FINANCIAL NORTHWEST, INC,

PROPOSED HOLDING COMPANY FOR
FIRST SAVINGS BANK NORTHWEST

Renton, Washington

Dated as Of:
July 26, 2007

RP® Financial, LC.
1700 North Moore Street
Suite 2210
Arlington, Virginia 22209




EXHIBITS




RP Financial LC.

LIST OF EXHIBITS
Exhibit
Number Description
] Stock Prices: As of July 26, 2007
2 Peer Group Core Earnings Analysis
3 Pro Forma Analysis Sheet
4 Pro Forma Effect of Conversion Proceeds

5 Firm Qualifications Statement




EXHIBIT 1

Stock Prices
As of July 26, 2007
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EXHIBIT 2
Core Earnings Analysis
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PRO

First Financia) Northwest, Inc., Renton, WA

EXHIBIT 3
FORMA ANALYSIS SHEET

Prices as of July 26, 2007

Subject st Peer Group Washington Companies All Public Thrifts
Price-samings multiple = PIE 20.03 x 22.97x 20,92x 18.31x 14.11x 19.85x  17.88x
Price-cora samings multiple  © P/CE 18.04 x 22.88x 17.58x 20.07x 14,22 20.54x  18.86x
Price-book ratio = PB 89.45% 120.72% 116.73% 143.45% 147.17% 126.98% 119.82%
Price-tangible book ratlo - P/TB 73.66% 152.74% 157.24% 165.88% 181.17% 144.04% 134.56%
Price-gssets ratio = PiA 15.30% 16.88% 18.02% 17.26% 18.83% 18.05% 13.861%
Yaluation Perameters % of % of Offering
Offaring + Foundation
Pre-Conversion Eamings {Y) $6,380,000 (YrEndB8/07) ESOP Stock as % of Offering (E) 8.00% 7.4074%
Pre-Conversion Core Eamings $6,812,918 (YrEnd 8/07) Cost of ESOP Borrowings (S) 0.00%
Pre-Conversion Bock Value (B) $107,061,000 (&/o7) ESOP Amortization (T) 15.00 years
Intangibles $14,205,854 (6/07) RRP Stock as % of Offering (M) 4.32% 4.00%
Pra-Conv. Tang. Book Valus (B) $92,855,148 (8/07) Stock Programs Vesting (N) 8.00 yesrs
Pre-Conversion Assats (A) $1,087,597,000 {07} Fixad Expenses $1,481,110
Rainvestment Rate; (8/07 1 Yr. T-8l) 4.900% Verigble Expenses {Midpoint) $1,422,800 1.00%
Tax rets (TAX) 34.00% Percent Sold (PCT) 100.00%
A-T Reinvesiment Rate{R) 3.234% MHC Asssts $0
Est. Converslon Expenses (1)(X) 1.88% Options as % of Otfering (01) 10.80% 10.00%
Insider Purchases $4,850,000 Estimated Opticn Value (02) 38.70%
Price/Share $10.00 Option Vesting Parlod (03) 5.00 years
Foundation Cash Contrib. {(FC) $0 % of Options taxable (O4) 28.00%
Found. Stk Contrib (% of Totat Shrs {f T.4074% Paye!f of FHLB Advences (PA) $100,000,000 @Minimum
Foundation Tax Banefit (Z) $4,352,000 Payof! of FHLB Advances (PA) $100,000,000 @Mid, Max, Smax
Foundation Amount {Mdpt.) $12,800,000 Waighted Average Rete of Adv. 5.69%
Calcutation of Pro Forma Yalue After Convemsion
1. Va P/E * (Y} V= $3172,800,000
1-P/E * PCT * {{1-X-E-M-FCFS)'R - (1-TAX)"E/T - (1-TAX)"W/N)-(1-{TAX*04))*(01°02)/03)
1. V= P/E * (Y) V= $172,800,000
1-PiCore E * PCT * {(1-X-E-M-FC-F5)'R - (1-TAX}ET - (1-TAX)"M/N}-{1-(TAX*O4})*(01*02)/03)
2 V= P/B * (B+Z) V= 3172,800,000
1-P/B*PCT * (1-X-E-M-FC-F5}
2 Ve P/TB * (TB+Z} V= $172,800,000
1-P/TB*PCT " (1-X-E-M-FC-F8)
3 V= PIA * (A*Z+PA) Va $172,800,000
1-PiA*PCT * (1-X-E-M-FC-FS)
Market Value Market Value
Shares lssued | Shares Sold  Foundation Total Shares Price Per of Stock Sold  of Stock Issusd
Supermaximum og 21,180,000 1,662,800 22,852,800 $10.00 $211,800,000 $228,528,000
Maximum 0] 18,400,000 1,472,000 18,872,000 10.00  154,000.000 $188,720,000
Midpoint 0 [ 16,000,000] 1,260,000 10.00 180,000,000  $172,800,000
Minimum o 13.800,000 1,088,000 14,888,000 10.00 136,000,000 $148,880,000
Shares lasued | Shares Sold  Foundation Total Shares
Yaluation Conclugion o MHC to Public Shares Isaved
Supermaximum 0.000% 92.582% 7.407% 100.000%
Maximum 0.000% 92.593% 7.407% 100.000%
Midpoint 0.000% 82.583% 7.407% 100.000%
Minimum 0.000% 92.593% 7.407% 100.000%

(1) Estimated offering expanses at midpoint of the cffering,




Exhibit 4
PRO FORMA EFFECT OF CONVERSION PROCEEDS
First Financial Northwest, Inc., Renton, WA
At the Minlmum of the Range

1. Market Value of Shares Sold In Offering:
Market Value of Shares Issued to Foundation:
Total Market Value of Company:

2. Offering Proceeds of Shares Sald In Offering
Less: Estimated Offering Expenses
Net Conversion Proceeds

3. Estimated Additional Equity and Income from Offering Proceeds
Net Conversion Proceeds
Less: Cash Contribution to Foundation
‘Less: Payoff of FHLB Advances
Less: Non-Cash ESOP/MRP Stock Purchases (1)
Net Conversion Proceeds Reinvested
Estimated After-Tax Reinvestment Rate
Earnings from Reinvestment of Proceeds
Plus: Reduction in FHLB Advanve Interest Expense(2)
Less: Estimated cost of ESOP borrowings(3)
Less: Amortization of ESOP borrowings(3)
Less: Stock Programs Vesting (4)
Less: Option Plan Vesting (5)
Net Eamings Increase

Net
Before . Eamings
4. Pro Forma Eamings Conversion Increase
12 Months ended June 30, 2007 (reported) $6,380,000 $1,996,550
12 Months ended June 30, 2007 (core) $6,812,118 $1,998,550
Before NetCapital  Tax Benefi
5. Pro Forma Net Worth Conversion  Proceeds of Foundation
June 30, 2007 $107,061,000 $118,561,980 $3,809,200
June 30, 2007 (Tangible) $682,855,146 $116,561,990 $3,698,200
Before Net Cash Paydown of Tax Benefit
8. Pro Forma Assets Conversion Proceeds FHLB Adv.  of Foundation
June 30, 2007 $1,087,587,000 $116,561,890 ($100,000,000)  $3,699,200

(1) Includes ESOP purchases equal to 8.0% of the offering, and stock program
purchases equal to 4.00% of the offering plus the foundation.
{2) Reduction in interest expense is tax effected at 34%.
(3) ESOP stock amortized over 15 years, and amortization expense Is tax effected at 34%.
{4) Stock programs amortized over 5 years, and amortization expense is tax effected at 34%.

(5) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.

$136,000,000

10,880,000
$146,880,000

$136,000,000

2.682.810
$133,317,1980

$133,317,190
0
(100,000,000}
755.2
$16,561,890
3.23%
$535,615
3,755,400
0
(478,720)
(775,526)
(1,040,218}
$1,006,550

After
Conversion

$8,356,550
$8,808,668

After
Conversion

$227,322,190
$213,116,338

After
Conversion

$1,107,858,190




Exhibit 4
PRO FORMA EFFECT OF CONVERSION PROCEEDS
First Financial Northwest, inc., Renton, WA
At the Midpoint of the Range

1. Market Value of Shares Sold In Offering:
Market Value of Shares Issued to Foundation:
Total Market Value of Company:

2. Offering Proceeds of Shares Sold In Offering
Less: Estimated Offering Expenses
Net Conversion Proceeds

3. Estimated Additional Equity and Income from Offering Proceeds
Net Conversion Proceeds
Less: Cash Contribution to MHC
Less: Payoff of FML.B Advances
Less: Non-Cash ESOP/MRP Stock Purchases (1)
Net Conversion Proceeds Reinvested
Estimated After-Tax Reinvestment Rate
Eamings from Reinvestmant of Proceeds
Plus: Reduction In FHLB Advanve Interest Expense(2)
Less: Estimated cost of ESOP borrowings(3)
Less: Amortization of ESOP borrowings(3)
t.ess; Stock Programs Vesting (4)
Less: Option Plan Vesting (5)
Net Eamings Increase

Net
Before Eamings
4, Pro Forma Eamings Conversion Increase
12 Months anded June 30, 2007 (reported) $6,360,000 $2,265,040
12 Months ended June 30, 2007 (core) $6,812,118 $2,265,040
Before Net Capital Tax Benefit
5. Pro Forma Net Worth Conyersion Proceeds of Foundation
June 30, 2007 $107,081,000 $137,384,390 $4,352,000
June 30, 2007 (Tangible) $92,855,146 .$137,384,390 $4,352,000
Before . Net Cash Paydown of Tax Benefit
6. Pro Forma Assets Gonversion Proceedy FHLB Ady. of Foundation
June 30, 2007 $1,087,597,000 $137,384,390 ($100,000,000) $4,352,000

(1} Includes ESOP purchases equal to 8.0% of the offering, and stock program
purchases equal to 4.00% of the offering plus the foundation.
(2) Reduction in interest expense is tax effected at 34%.
{3) ESOP stock amortized over 15 years, and amortization expense is tax effected at 34%.
(4) Stock programs amortized over 5 years, and amortization expense is tax effected at 34%.
(5) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.

$160,000,000
12,800,000
$172,800,000

$160,000,000

2.903.610
$157,096,390

$157,096,390
0
(100,000,000)
19.712,000)
$37,384,390
3.23%
$1,209,011
3,755,400
0
(563,200)
(812,384)
(1,223.787)
$2,265,040

After
Conversion

$6,625,040
$9,077,159

After
Conversion

$248,797,390
$234,581,536

After
Converslon

$1,129,333,350




Exhiblt 4
PRO FORMA EFFECT OF CONVERSION PROCEEDS
Firat Financlal Northwest, Inc., Renton, WA
At the Maximum of the Range

1. Market Value of Shares Sold in Offering:
Market Value of Shares Issued to Foundation:
Total Market Value of Company:

- 2. Offering Proceeds of Shares Sold In Offering
Less: Estimated Offering Expenses
Net Conversion Proceeds

3. Estimated Additional Equity and ncome from Offering Proceeds
Net Conversion Proceeds
Less: Cash Contribution to MHC
Less: Payoff of FHLB Advances
Less: Non-Cash ESOP/MRP Stock Purchases (1)
Net Conversion Proceeds Reinvested
Estimated After-Tax Reinvestment Rate
Eamings from Reinvestment of Proceeds
Plus: Reduction in FHLB Advanve Interest Expense(2)
Less: Estimated cost of ESOP borrowings(3)
Less: Amortization of ESOP borrowings(3)
Less: Stock Programs Vesting (4)
Less: Option Plan Vesting (5)
Net Eamings Increass

Neot
Before Eamings
4. Pro Forma Eamings Conversion Increase
12 Months ended June 30, 2007 {reported) $6,360,000 $2,533,5631
12 Months ended June 30, 2007 (core) $6,812,118 $2,533,531
Before Net Capital Tax Benefit
5. Pro Forma Net Worth conversion Proceeds of Foundation
June 30, 2007 $107,081,000 $158,206,790 $5,004,800
June 30, 2007 (Tangible) $02,855,146 $158,206,790 $5,004,800
Before Net Cash Paydown of Tax Benefit
8. Pro Forma Assets Conversion Proceeds = FHLBAdv.  of Foundation
June 30, 2007 $1,087,507,000 $158,208,790 ($100,000,000) $5,004,800

{1) Includes ESOP purchases equal to 8.0% of the offering, and stock program
purchases equal to 4.00% of the offering plus the foundation.
(2) Reduction in interest expense is tax effected at 34%.
{3) ESOP stock amortized over 15 years, and amortization expense is tax effected at 34%.
(4) Stock programs amortized over 5 years, and amortization expense is tax effected at 34%.
(5) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.

$184,000,000

14,720,000
$198,720,000

$184,000,000

3,124 410
$180,875,590

$180,875,590
0
(100,000,000)
(22,668,800}
$58,208,790
3.23%
$1,882,408
3,755,400
0
(647,680)
(1,049,242)
1
$2,533,531

After
Conversion

$8,803,531
$9,345,650

After
onversio

$270,272,590
$256,086,736

After

Conversion
$1,150,808,590




Exhibit 4
PRO FORMA EFFECT OF CONVERSION PROCEEDS
First Financial Northwest, Inc., Renton, WA
At the Supermaximum Value

1. Market Value of Shares Sold In Offering:
Market Value of Shares Issued to Foundation:
Total Market Value of Company:

2. Offering Proceeds of Shares Sold In Offering
Less: Estimated Offering Expenses
Net Conversion Proceeds

3. Estimated Additional Equity and Income from Offering Proceeds
Net Conversion Proceeds
Legs: Cash Contribution to MHC
Less: Payoff of FHLB Advances
Less: Non-Cash ESOP/MRP Stock Purchases (1)
Net Conversion Proceeds Reinvested
Estimated After-Tax Reinvestment Rate
Eamings from Reinvestment of Proceeds
Plus: Reduction in FHLB Advanve Interest Expense(2)
Less: Estimated cost of ESOP borrowings(3)
Lass: Amortization of ESOP borrowings(3)
Less: Stock Programs Vesting (4)
Less: Option Plan Vesting (5)
Net Eamings Increase

Net
Before Eamings
4. Pro Forma Eamings Gonversion increase
12 Months ended June 30, 2007 (reported) $6,360,000 $2,842,295
12 Months ended June 30, 2007 {core) $6,812,118 $2,842 295
Before Net Capital Tax Benefit
5. Pro Forma Net Worth Converslon Proceeds of Foundation
June 30, 2007 $107,061,000 $182,152,550 $5,755,520
June 30, 2007 (Tangible) - §82,855,146 $182,152,550 $5,755,5620
_ Before Net Cash Paydown of Tax Benefit
8. Pro Forma Assets Converslon Proceeds EHLB Ady,  of Foundation
June 30, 2007 $1,087,597,000 $§182,152,550 ($100,000,000) $5,755,520

(1} Includes ESOP purchases equal to 8.0% of the offering, and stock program
purchases equal to 4.00% of the offering plus the foundation,
(2) Reduction in interest expense is tax effected at 34%.
(3) ESOP stock amortized over 15 years, and amortization expense Is tax effected at 34%.
(4) Stock programs amortized over 5 years, and amortization expense is tax effected at 34%.

{5} Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.

$211,600,000

18,928,000
$228,528,000

$211,800,000

2,378,330
$208,221,670

$208,221,870
0
(100,000,000)

$82,152,550

3.23%
$2,656,813
3,755,400
0
(744,832)
(1,206,628)

(1,618.458)
$2,842,205

After
Conversion

$9,202,295
$9,854,414

After
nversi

$294,969,070
$280,783,216

After
onversi

$1,175,505,070
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| RP® FINANCIAL, LC.
" Financial Services Industry Consultants

' FIRM QUALIFICATION STATEMENT

RP® Financial provides financial and management consulting, merger advisory and valuation services to the financial
services industry nationwide. RP® Financial establishes long-term client relationships through its wide array of services,
emphasis on quality and timeliness, hands-on involvement by our principals and senior staff, careful structuring of strategic
plans and transactions and providing sophisticated valuation analyses consistent with accepted valuation practices. RP®
Financial’s staff draws from backgrounds in consulting, valuation, regulatory agencies and investment banking. Our
clients include commercial banks, thrifts, credit unions, mortgage companies and other financial service companies.

STRATEGIC & CAPITAL PLANNING ]

RP® Financial’s strategic and capital planning services are designed to provide effective workable plans with quantifiable
results. RP® Financial analyzes strategic options to enhance shareholder value, achieve regulatory approval or other
established objectives. Our planning services involve conducting situation analyses; establishing mission statements,
strategic goals and objectives; and identifying strategies to enhance franchise and/or market value, capital management,
earnings improvement, operational matters and organizational issues, Strategy development typically focuses on: capital
formation and management, asset/liability targets, profitability, return on equity and market value of stock. Our proprietary
financial simulation models provide the basis for evaluating the financial impact of alternative strategies and assessing

their feasibility/compatibility with regulations and/or other guidelines.

MERGER & ACQUISITION SERVICES ]

RP® Financial's merger and acquisition (M&A) services include targeting potential buyers and sellers, assessing
acquisition merit, conducting detailed due diligence, negotiating and structuring merger transactions, preparing merger
business plans and financial simulations, rendering faimess opinions, preparing mark-to-market analyses and assisting in
implementing post-acquisition strategies. Through our financial simulations, comprehensive in-house data bases, valuation
expertise and regulatory knowledge, RP® Financial’'s M&A consulting focuses on enhancing shareholder returns.

VALUATION SERVICES B

RP® Financial’s extensive valuation practice includes valuations for a variety of purposes including mergers and
1cquisitions, thrift mutual-to-stock conversions, insurance company demutualizations, ESOPs, subsidiary companies, mark-
o-market transactions and various other corporation valuation requirements. Our principals and staff are highly
:xperienced in performing valuation appraisals which conform with regulatory guidelines and appraisal industry standards.
P® Financial is the nation’s leading valuation firm for mutual-to-stock conversions of thrift institutions.

OTHER CONSULTING SERVICES & DATA BASES 7

P® Financial offers other services including branching and diversification strategies, feasibility studies and special
esearch studies. RP® Financia! assists banks and thrifts prepare CRA plans and related applications. RP® Financial’s
onsulting services are aided by in-house data bases and proprietary valuation and financial simulation models.

RP® Financial’s K, ey Personnel (Years of Relevant Experience} & Contact Information

Ronald S. Riggins, Managing Director (27) (703) 647-6543 rriggins@rpfinancial.com
William E. Pommerening, Managing Director (22)  (703) 647-6546 wpommerening@rpfinancial.com
Gregory E. Dunn, Senior Vice President (23) (703) 647-6548 gdunn@rpfinancial.com

James P. Hennessey, Senior Vice President 2n (703) 647-6544 Jjhennessey@rpfinancial.com
James }. Oren, Senior Vice President (20) (703) 647-6549 Jjoren@rpfinancial.com

Vashington Headquarters B
osslyn Center Telephone: (703) 528-1700

Fax No.: (703) 528-1788

100 North Moore Street, Suite 2210
rlington, VA 22209 Toll-Free No.: (866) 723-0594
ww.rpfinancial.com E-Mail: mail@prpfinancial.com




